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(l) Explain the difference bet\,l,/een direct and indirect investing

{ll} List out and explain the different types of lnvestment Vehicles

(10 Marks)

(10 Marks)

(Total 20 Marks)

{l) Calculate the Expected Rate of Return and the Standard Deviation of ihe Returns

for an investment which has the following possible returns with associated

probabilities.

Possible Returns (%) 10 20 15 05 -10

Probabilities 0 '15 0.25 0.20 o.25 0.15

(10 Marks)

{ll) Securities P and Q have the following characteristics:

Probability
Fossible Return (%)

Security P Security Q

0.1 5 -10 30

0_25 12 15

. 0.40 10 05

0.20 25 -12



Required:

Calculate the following:

(a) The Expected Rate of Return and Standard Deviation of returns for each

security.

(b) The Fxpected Rate of Return and the Standard deviation of the returns for

the portfolio of P and Q, combined with weights of 70% and 30%

respectively.

(20 Marks)

(Total 30 Marks)

03. (l) Describe the key assumptions underlying CAPI\4

('10 Ma*sj

(ll) lf the expected return on an asset having a Beta of 2 is 2OaA and the return 0n

the market portfolio is 15%, what is the risk-free rate of return according to ihe

CAPI\,I?

(10 Marks)

(lll) Calculate the expected rate of return for security j from the following information

Rf=15% Rm =18% pj =1.75

(10 Marks)

(Total 30 Matul

04. (l) What is meant by an "l\,4arket Efficiency"?

(ll) From the following data compute beta of security j

(10 llarks]

ot= 20tk on= 1Oo/o Corim = +0.6

(10 Ma sl

(Total 20 Marksl


